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SUBJECT: PHILIPPINE BASE NEGOTIATIONS: DAILY SUMMARY NO. 16 

1. SUMMARY. ALTER BRIBE PLENARY SESSION MORNING JULY 
12, U.S. AND PHIL NEGOTIATING PANELS BROKE UP INTO WORKING 
GROUPS EOR EURTHER MEETINGS THROUGHOUT THE DAY. HOWEVER, 
WORKING GROUP ON EACILITIES RAN INTO IMMEDIATE SNAG WHEN 
U.S. TABLED WASHINGTON TEXT AND PHIL REPS REACTED IN 
EMOTIONALLY NEGATIVE FASHION. THIS GROUP SUSPENDED WORK 
EOR REMAINDER OF DAY, WHILE PHIL REPS CONSULTED WITH THEIR 
SUPERIORS. IN GROUP DISCUSSING OPERATIONS, SOME APPARENT 
PROGRESS WAS MADE, BUT ITS NATURE WILL REQUIRE EXAMINATION 
OE TEXTSS WHICH PHIL REPS WILL TABLE JULY 13. IN LEGAL 
GROUP, DISCUSSION CENTERED ON ARTICLE CONCERNING APPLICATION 
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OF PHILIPPINE LAW AND ON CRIMINAL JURISDICTION, WITH 
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PHILS PROMISING REDRAFTS lULY 14. LABOR GROUP CONTINUED 
DISCUSSIONS, AND USDEL SUGGESTIONS ARE CONTAINED SEPTELS. 
TAXATIION GROUP MADE MINIMAL PROGRESS, WITH PHILS TABLING 
MODIEICATIONS TO THEIR PREVIOUS DRAETS. END SUMMARY. 

2. ROMUALDEZ OPENED 20 MINUTE MORNING PLENARY BY EXPRESSING 
HOPE THAT WORKING GROUPS WOULD EINISH BY FRIDAY (JULY 16) 
WORKING DRAFTS SHOWING WHAT THEY HAVE AGREED AND NOT AGREED. 
SULLIVAN EXPRESSED HOPE THAT AGREED WORKING DRAETS COULD 

BE DEVELOPED BY THE 16TH. SULLIVAN ANNOUNCED THAT ADDITIONAL 
USAID EUNDING HAS BEEN OBTAINED TO ASSIST LOCAL WATER PRO- 
GRAMS AND THE USAID DIRECTOR ZIMMERLY WILL BE IN 
TOUCH WITH LOCAL GOVERNMENT SECRETARY RONO ABOUT EUNDING 
A WATER PROJECT AT OLONGAPO. ROMUALDEZ SAID THAT OLONGAPO 
CITY AUTHORITIES ARE NOW IN THE PROCESS OE BRINGING THE 
OLONGPO WATER SYSTEM UNDER CENTRAL GOVERNMENT 
SO THAT SUCH EUNDING COULD BE OBTAINED. 

AMBASSADOR SULLIVAN DELIVERED COPIES OF DRAFT DIPLOMATIC 
NOTES ON THE VARIOUS NON-MILITARY ISSUES RELATED TO THE 
NEGOTIATIONS: THE REGIONAL RELAY EACILITY; VOICE OF 
AMERICA; THE AMERICAN MILITARY CEMETERY AND MEMORIAL; AND 
THE EORT BONIEACIO DIPLOMATIC PROPERTY. ROMUALDEZ SAID 
THAT THESE MATTERS DO NOT FALL WITHIN THE JURISDICTION OF 
THE PHILIPPINE PANEL BUT PROMISED TO FORWARD THEM PROMPTLY 
TO THE DEPARTMENT OF FOREIGN AFFAIRS (DFA) FOR APPROPRIATE 
ACTION. HE SAID THAT THE PANEL WOULD ALSO SEND ALONG 
TO DFA COMMENT ON THE REGIONAL RELAY FACILITY SINCE IT 
FALLS WITHIN THE CLARK RESERVATION. SULLIVAN POINTED OUT 
THAT DFA PREVIOUSLY ADVISED THAT THE DIPLOMATIC PRO- 
PERTY ISSUE SHOULD BE TAKEN UP IN THE BASES NEGOTIATIONS. 
SULLIVAN STRESSED THAT WE WOULD EXPECT TO SIGN THE 
DIPLOMATIC NOTES ON THESE SUBJECTS SIMULTANEOUSLY WITH 
THE SIGNING OF THE AGREEMENT. ROMUALDEZ ANNOUNCED THAT 
CARMELO NORIEL, DEPARTMENT OF LABOR, WOULD SUBSTITUTE 
FOR INCIONG BEGINNING JULY 13. 

3. CHAIRMEN'S GROUP MET ONLY PERFUNCTORILY. ROMUALDEZ 
SAID HE WAS "WORKING ON" REDRAFTS OF PHIL ARTICLES XIX 
AND XX, AND WOULD SOON HAVE REACTION TO U.S. DRAFT ON 
REMOVAL OF PROPERTY. SULLIVAN USED OCCASION TO ASK 
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WHAT WAS EXPECTED TO TRANSPIRE IN PHIL TALKS WITH 
VIETNAMESE ON SUBJECT U.S. BASES. ROMUALDEZ SAID HE 
THOUGHT ISSUE WOULD BE SATISFACTORILY HANDLED, BUT THAT 
COP MIGHT PROPOSE "IN FACILITIES WORKING GROUP" THAT WE 
STRESS "DEFENSIVE" NATURE OF BASES. HE ALSO 
REITERATED PHIL "REQUIREMENT" TO HAVE SOME LANGUAGE IN 
AGREEMENT WHICH WOULD DEMONSTRATE THAT PHILS HAVE SIGNI- 
FICANT SAY IN USE WHICH U.S. WILL MAKE OF THEIR TERRITORY 
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IN COMBAT SITUATIONS. 

4. OPERATION OF BASES: AETER POINTING OUT UNACCEPTABLE 
EEATURES OE LANGUAGE TABLED BY PHILS 9 JULY ON ARTICLES 
III, IV AND V, SOME PROGRESS MAY HAVE BEEN MADE TO GET 
SAME BACK ON TRACK. U.S. ARTICLE IX AND ANNEXES C AND D 
TO PHIL ARTICLE VI WERE DISCUSSED WITH LITTLE PROGRESS, 

IE ANY. 

5. FACILITIES: WORKING GROUP COMPLETED ITS REVIEW OE ALL 
ITEMS ASSIGNED TO IT WITH PRODUCTIVE SESSION ON ENVIRON- 
MENTAL MEASURES PRIOR TO PRESENTATION OE U.S. DRAET 
ARTICLES ON DEEINITIONS, GRANT AND USE OE EACILITIES. 

AS REPORTED SEPTELS, PHIL REACTED TO U.S. PROPOSALS 
HIGHLY NEGATIVE MANNER POINTING OUT INCONSISTENCIES PROPOSED 
IN FACILITIES DEEINITION, STRONGLY OBJECTING TO U.S. 
UNWILLINGNESS TO STATE PURPOSES OF FACILITIES AND INITIALLY 
PROPOSING SUSPENSION OE NEGOTIATIONS. U.S. WORKING GROUP 
DID NOT PRESENT PROPOSED ARTICLE III SINCE IT LACKED 
RATIONALE EOR HIGHLY LIMITED POSITION CONTAINED IN ITS 
INSTRUCTIONS. WORKING GROUP RECESSED AETER MORNING 
SESSION SO THAT PHILS CAN REVIEW THEIR POSITION IN LIGHT 
OP U.S. PROPOSALS. 

6. LABOR: MR. WILLIAM A. PANKONIN, LABOR ADVISOR FROM 
CINCPAC, JOINED THE LABOR WORKING GROUP JULY 12. DISCUS- 
SIONS IN THE LABOR GROUP CONTINUE TO BE PURELY EXPLORATORY, 
WITH BOTH SIDES FULLY AWARE THAT NOTHING SAID IS AT ALL 
BINDING. DURING THE MORNING SESSION, TWO REPRESEN- 
TATIVES OF THE WAGE AND POSITION CLASSIFICATION OFFICE 
(WAPCO), BUDGET COMMISSION, OFFICE OF THE PRESIDENT, 

BRIEFED THE GROUP ON THE POSITION CLASSIFICATION SYSTEM 
APPLIED IN THE PHIL GOVERNMENT'S CIVIL SERVICE, AND THE 
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TECHNIQUES APPLIED BY THEM IN CONDUCTING TECHNICAL 
SURVEYS IN WHICH GOP CIVILIAN EMPLOYEE SALARIES ARE SET. 

THE BRIEFING HAD BEEN ARRANGED AT THE REQUEST OF THE U.S. 
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FROMUSDEL 113 

SIDE IN CONNECTION WITH DISCUSSIONS OF PARA 4, ARTICLE 
XL OF PHIL DRAFT REGARDING DEMAND FOR COLLECTIVE BAR- 
GAINING FOR WAGES AND FRINGES. U.S. INTENT WAS TO EX- 
PLORE AN IDEA SUGGESTED BY INCIONG THAT WAPCO SURVEYS 
COULD BE USED TO DETERMINE RATES FOR PHIL EMPLOYEES OF 
U.S. FORCES. INCIONG ORIGINALLY IMPLIED THAT THIS APPROACH 
MIGHT FIND ACCEPTANCE WITH THEM IN LIEU OF WAGE BAR- 
GAINING, ALTHOUGH AS THE IDEA WAS EXPLORED BY U.S. SIDE, 

HE APPEARED TO BECOME LESS ENAMORED OF IT. EXPECT THE 
IDEA OF USING WAPCO TO RESURFACE NEXT FEW DAYS. REMAINDER 
OF THE DAY SPEND ON THE ARBITRATION ASPECTS OF PARA 3, 
ARTICLE XL PHIL DRAFT. MR. PANKONIN REVIEWED FOR THE 
PHIL PANEL THE USDEL POSITION ON THESE TWO POINTS: 

THAT U.S. SIDE CAN NEVER AGREE TO BINDING ARBITRATION 
OF DISPUTES; AND THAT LABOR PROBLEMS CANNOT BE PERMITTED 
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TO INTERFERE WITH THE ORDERLY OPERATION OF THE BASES. 
DURING THESE DISCUSSIONS, THE WORKING GROUP EXPLORED IN 
SOME DEPTH THE CONCEPT THAT DISPUTES OVER DISCIPLINARY 
CASES COULD BE HANDLED AS FOLLOWS: IF DISPUTED, THE 
ADVERSE ACTION TO BE SUBMITTED FOR REVIEW BY PHIL BASE 
COMMANDER AND U.S. FACILITIES COMMANDER, THEIR DECISION 
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TO BE IMPOSED IE THEY ARE IN AGREEMENT. IN CASE OE 
DISAGREEMENT, THE CASE TO BE SUBMITTED TO THE BLA'S 
JOINT COMMITTEE, WHERE COMPLIANCE WITH AN AGREED-UPON 
DECISION WOULD BE MANDATORY. IF AGREEMENT STILL NOT 
REACHED, THE MATTER COULD GO TO GOVERNMENT-TO-GOVERNMENT 
NEGOTIATION AT COUNCIL OF MINISTERS LEVEL. THIS APPROACH- 
OE SETTING UP BILATERAL PROCEDURES AND PUTTING "TEETH " INTO 
JOINTLY AGREED UPON DECISIONS, MAY HAVE BROADER APPLICATION 
THAN DISCIPLINARY CASES ONLY, AS IT RETAINS U.S. "VETO" 

RIGHTS WHILE SATISEYING PHIL DEMAND FOR MEANINGFUL 
ROLE REELECTING THEIR DEMAND EOR EQUAL SOVEREIGNTY. 
EXPLORATORY GROUP DISCUSSIONS WILL RESUME TOMORROW. 

7. LEGAL SUBGROUP MET AND DISCUSSED ECJ AND APPLICA- 
TION OP PHIL LAWS. US FCJ PROPOSAL WAS TABLED AND DIS- 
CUSSED. MENDOZA NOTED IT DID NOT CONTEMPLATE ROLE EOR 

GOP COURT IN OPPICIAL DUTY DETERMINATION. USDEL RESPONDED THAT 
U.S. REMAINS OPPOSED TO THAT, BUT HAD ATTEMPTED TO MEET 
OTHER GOP CONCERNS IN THE REDRAPTING. DISCUSSION OF THIS 
PROPOSAL IDENTIFIED PARTICULAR GOP CONCERN THAT DETERMINA- 
TION OP OPFICIAL DUTY SEEMED TO HAVE THE EPPECT IN U.S. 

LAW OP PRE- JUDGING THE VALIDITY OP THE DEFENSE OP OPPICIAL 
DUTY WHICH MIGHT BE ASSERTED IN COURSE OP A TRIAL IN 
EITHER U.S. OR PHIL COURT. U.S. SIDE REITERATED POSITION 
THAT ISSUANCE OF DUTY CERTIFICATE DOES NOT PREJUDGE QUESTION 
OP GUILT OR INNOCENCE. MENDOZA STATED HE WOULD ATTEMPT 
A REDRAFT ON THIS POINT BY WEDNESDAY. DISCUSSION OP 
RESPECT EOR PHIL LAW WAS PURSUED AT LENGTH AND IS SUBJECT 
OP SEPTAL. IMMIGRATION OF CLAIMS WILT. BE TAKEN UP 
TOMORROW. 

8. TAXATION: PHIL REP TABLED A DRAFT PARAGRAPH ON U.S. 
CONTRACTORS WHICH WOULD GRANT INCOME TAX EXEMPTION ONLY 
TO U.S. CONTRACTORS "UNDER LONG-TERM CONTRACT FOR THE MAIN- 
TENANCE OF MILITARY AIRCRAFT, VESSELS AND OTHER MILITARY 
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EQUIPMENT FOR WHICH SAID CONTRACTS WERE AGREED UPON 
WHEN THE EQUIPMENT WAS ORIGINALLY PURCHASED." U.S. REPS 
NOTED THIS EXEMPTION WAS NOT BROAD ENOUGH TO BE ACCEPTABLE. 
PHIL REP INDICATED HE HAD NO NEW INSTRUCTIONS YET ON OTHER 
ISSUES CURRENTLY OBSTRUCTING WORKING GROUP PROGRESS ON 
TAXATION AND SALES AND SERCICES; GRANT OF EXEMPTIONS TO 
BASE EXCHANGES, COMMISSARIES, ETC.; AND SCOPE OF 
CUSTOMS EXEMPTIONS FOR PERSONAL EFFECTS. 

SULLIVAN 
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